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ABSTRACT 
This study aims to analyze the influence of self-esteem, personality, and 
sensation seeking on financial risk tolerance. Data obtained directly through 
the distribution of questionnaires to 323 respondents i.e., young investors 
(aged 16 to 30 years) in Indonesia. The research design used in this research 
is hypothesis testing. The analytical method used in this research is structural 
equation model (SEM) using AMOS program. 
The results of this study are. First, self-esteem has a positive effect on financial 
risk tolerance. Second, personality has a positive effect on financial risk 
tolerance. Third, sensation-seeking positively affects financial risk tolerance. 
Young investors can use this study in making an investment or financial 
decisions in accordance with the level of its financial risk tolerance. For 
financial consultants, this research can be used in identifying the 
determinants of financial risk tolerance level in order to suggest the right 
investment alternatives for clients. 
Keywords:  Self-Esteem, Personality, Seeking Sensation, Financial Risk 
Tolerance 
JEL Classification: G32, G41 
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INTRODUCTION 
Every individual should prepare finances for the future. In addition to 
saving, an investment can be an activity that can be done to meet future 
financial goals. Investment is a commitment to increase assets within a 
specified period, which will meet future investor needs by (1) the time the 
funds will be used, (2) the inflation rate, (3) the uncertainty of future 
economic conditions (Reilly & Brown, 2012). In other words, investment is 
an activity to invest a certain capital at present and expect a certain profit 
in the future.  
 The types of investment are divided into 2, namely, investment in 
real assets and financial assets (Bodie et al., 2014). Investment in real 
assets is in the form of property such as land and buildings, gold, precious 
metals, and others. Investments in financial assets consist of stocks, bonds, 
mutual funds, deposits, and others. This set of financial assets is usually 
referred to as an investment portfolio. 
 From several types of financial assets, stock investment is one of 
the investment instruments that have the potential to provide high profits 
and belong to high-risk assets. 
 Currently, stock investments are no longer a monopoly of the rich. 
Stock investment can be made with minimal capital. With the ease and 
development of technology, stock investing can be done by anyone. 
Students, employees to housewives can invest in shares. The development 
of internet technology is very easy for investors to invest in shares, simply 
through a computer, laptop, or smartphone and can be done anywhere. 
Investors' interest in stock instruments relates to unlimited return 
opportunities, which are not found in other instruments such as bonds and 
banking instruments (Putri et al., 2017). Currently, the interest of the 
young generation to invest in stocks is very high, as evidenced from the BEI 
(Bursa Efek Indonesia) note that throughout 2016 the growth of new active 
investors is dominated by people aged 17-30 years (Mahrofi, 2017). The 
growth means that quite a lot of younger individuals realize the importance 
of investing early. Becoming a young investor is very profitable because the 
earlier you are investing the potential future profits, the higher. Also, young 
or productive investors have a longer time to learn about investments and 
will have plenty of experience in investing in the future. 
Stock investments can provide high returns compared to other 
types of investments. Although stock investments have high returns, stock 
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investments also have significant risks. In choosing stock, investments can 
lead to financial consequences of profit or loss. Decision-making in 
determining the right choice is a demand to reduce potential loss or risk 
(Pujiyanto, 2013). Investors should make the right investment decisions. 
Investment decisions are a decision or policy taken to invest capital in one 
or more assets to generate future profits (Wulandari & Iramani, 2014). 
Financial decision-making for investment activities is influenced by 
information gained and investor knowledge of investments. Investment 
decisions of an investor so far are seen from two sides, namely, the extent 
to which the decision can maximize wealth and behavioral motivation of 
investment decisions based on the psychological aspects of investors 
(Christanti & Mahastanti, 2011). In this study to make investment decisions 
are viewed based on the psychological aspects of the investor. 
Financial Risk Tolerance (FRT) refers to the ability of investors to 
accept negative changes in the value of investment or negative return or 
the results obtained differently than expected (Kannadhasan et al., 2016). 
That is the ability of investors to accept the risks that arise in an instrument 
of investment. Each investor's level is different. Previous research has 
found that FRT is influenced by several factors, such as demographics, 
environment, and biopsychosocial factors. Demographic and 
environmental factors are the most studied and positive factors for FRT 
(Gautam & Matta, 2016; Moreschi, 2011). Biopsychosocial factors have not 
been widely studied, but Grable and Joo (2004) conducted a study on the 
influence of environmental and biopsychosocial factors on financial risk 
tolerance. They found a positive influence of biopsychosocial factors on 
Financial Risk Tolerance. With respect to biopsychosocial factors, there is 
a positive influence of Self-Esteem, Personality, and Sensation Seeking on 
Financial Risk Tolerance (Kannadhasan et al., 2016). 
The purposes of this research are; first, testing the influence of Self-
Esteem on Financial Risk Tolerance. Second, testing the effect of 
Personality on Financial Risk Tolerance. Third,  examining the effect of 
Sensation Seeking on Financial Risk Tolerance. 
LITERATURE REVIEW 
Financial Risk Tolerance (FRT) refers to the ability of investors to accept 
negative changes in investment value or negative returns, or the results 
obtained are different than expected (Kannadhasan et al., 2016). In other 
words, FRT is a level of ability that investors can receive in taking 
 
Factors Affecting Financial Risk Tolerance on Young Investor 
In Indonesia 
    
 Farah Margaretha Leon 
Angie 
 
51 
 
investment risk. A condition is said to be risky if the decision-maker feels 
uncertain about the consequences or impacts of his choice (Lestari & 
Iramani, 2013). All types of investments have uncertain returns and risks 
that must be considered. Investments that earn a significant return will 
usually have a significant risk as well. Investors tend to choose investments 
that have significant returns with certain risks, or low risk with certain 
returns (Pak & Mahmood, 2015). 
 Perceptions of risk have an important role in the behavior of 
individuals, especially in decision-making in uncertain circumstances. Risk 
perception is defined as a subjective assessment by someone about the 
probability of an event; and how concerned the individual is with the 
consequences or effects of the event. (Aziz, 2015). There are three 
characteristics of an investor to financial risk that is risk-averse, risk-
neutral, and risk lover (Bodie et al., 2014). Risk-averse is characteristic of 
investors who do not want to risk investment. Risk neutral is a neutral 
investor characteristic of risk. Then, a risk lover is characteristic of an 
investor who likes risk. In the concept of investment risk is clarified into 
two, Systematic Risk and Non-Systematic Risk (Bodie et al., 2014).Financial 
Risk Tolerance (FRT) refers to the ability of investors to receive negative 
changes in the value of investments or negative returns or results obtained 
differently than expected (Kannadhasan et al., 2016). Young investors 
should make the right investment decisions or in favorable directions, 
therefore need to measure and assess the FRT level. The level of FRT 
investors must be measured by the investors because there is an influence 
of investor investment behavior at the FRT level (Bailey & Kinerson, 2005). 
Much of the literature shows the factors that determine the level of FRT 
investors such as, demographics, environmental, psychosocial, and 
financial considerations. However, other determinants are affecting the 
FRT level of an investor and still rarely to be studied biopsychosocial 
factors (Grable & Joo, 2004). 
Biopsychosocial factors are factors affecting the FRT level of 
investors who are outside the financial services domain such as Self-
Esteem, Personality, and Sensation Seeking. Investors with high self-
esteem usually dare to invest with significant risks and do not regret their 
choice even when the investor makes a wrong investment decision 
(Chatterjee et al., 2009). The investor is willing to accept the loss of his 
decision so that Self-Esteem concluded affect Financial Risk Tolerance. This 
type of personality plays an important role in determining investor 
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investment behavior (Sadi et al., 2011). Competitive individual personality, 
high aggressiveness, impatience, perfectionism, and high ambitious have 
high levels of FRT. Because individuals with such personality dare to take 
risks (Grable & Joo, 2004), means that an investor's Personality affects 
Financial Risk Tolerance. Investors who have the nature of Sensation 
Seeking tend to invest at risk and accept the risk; as a result, to achieve the 
desired level of sensation (Kannadhasan et al., 2016). So it concluded. 
Sensation Seeking effect Financial Risk Tolerance. Therefore, a conceptual 
framework can be drawn up as follows: 
Figure 1. Conceptual Framework 
 
 
 
 
  
 
Hypothesis 
Hypotheses Development 
Self-Esteem is defined as the level of the individual likes or dislikes 
themselves and the extent to which they consider it to be worth it (Robbins 
and Judge, 2013). Investors with high Self-Esteem tend to take risky 
investments and have good performance compared to those with low Self-
Esteem because high self-esteem investors' performance should be 
consistent with their self-image. Several studies have found that Self-
Esteem has a positive effect on financial risk tolerance (Grable et al., 2008; 
Kannadhasan et al., 2016). Based on the description above, the hypothesis 
is stated as follows: 
H1: There is a positive influence of self-esteem on financial 
risk tolerance. 
This type of personality plays an important role in determining 
investor behavior (Sadi et al., 2011). Investors with competitive 
Personality, high aggressiveness, and impatience tend to be more tolerant 
of risk (Grable & Joo, 2004).means that the Personality of investors 
H
1 
Self-Esteem 
Financial Risk 
Tolerance 
Personality 
Sensation Seeking 
H
3 
 
H
2 
 
 
Factors Affecting Financial Risk Tolerance on Young Investor 
In Indonesia 
    
 Farah Margaretha Leon 
Angie 
 
53 
 
influences the level of Financial Risk Tolerance. Previous studies have 
reported a positive relationship between Personality and Financial Risk 
Tolerance (Bashir et al., 2013; Kannadhasan et al., 2016). Based on the 
description above, the hypothesis is stated as follows: 
H2: There is a positive influence of personality on financial 
risk tolerance. 
Sensation Seeking is consistently associated with financial risk 
tolerance. Investors with high Sensation Seeking tend to take on high 
financial risks. The general nature of Sensation Seeking affects investors' 
financial risk tolerance. Also, the results of previous studies from this study 
indicate there is a positive influence of Sensation Seeking on Financial Risk 
Tolerance (Kannadhasan et al., 2016). Based on the description above, the 
hypothesis is stated as follows: 
H3: There is a positive influence of sensation seeking on 
financial risk tolerance. 
METHODS 
The data used in this study is the primary data that is in the form of data 
obtained directly through the distribution of questionnaires. Data were 
obtained by using structured questionnaires that were distributed offline 
and online. The unit of analysis used is individual, i.e., young investors 
(aged 16 to 30 years) who invest in shares. 
The minimum sample size used in this study was 250 respondents 
(Hair et al., 2013). This study used 323 respondents, where 69 respondents 
obtained offline, and the rest 254 respondents online. 
The data analysis method used in this research is the Structural 
Equation Model (SEM) by using Analysis of Moment Structure (AMOS) 
program. Before analyzing the proposed hypothesis, the model goodness 
of fit model should be tested first. The following test results goodness of fit 
model: 
 
  
Indonesian Management and Accounting Research 
ISSN 2441-9724 (Online) 
ISSN 1411-8858 (Print) 
Volume 18 
Number 01 
January 2019 
 
54 
 
Table 1. Test Results Goodness of Fit Model 
Type of 
Measurement 
Measurement Value 
Criteria 
(Cut-Off 
Value) 
Conclusion 
Absolute Fit 
Measures 
Chi-Square 744.277 
Low Chi-
Square 
Poor fit 
p-value Chi-
Square 
0.000 ≥ 0.50 Poor fit 
RMSEA 0.074 ≤ 0.10 
Goodness of 
fit 
GFI 0.839 
≥ 0.90 or 
close to 1 
Poor fit 
Incremental Fit 
Measures 
NFI 0.674 
≥ 0.90 or 
close to 1 
Poor fit 
TLI 0.732 
≥ 0.90 or 
close to 1 
Poor fit 
RFI 0.636 
≥ 0.90 or 
close to 1 
Poor fit 
CFI 0.760 
≥ 0.90 or 
close to 1 
Poor fit 
AGFI 0.805 
≥ 0.90 or 
close to 1 
Poor fit 
Parsimonious 
Fit Measures 
CMIN/DF 2.767 
Lower limit 1, 
upper limit 5 
Goodness of 
fit 
Source: Questionnaire data were processed with Amos 
Figure 2. Results of SEM Model Processing 
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From table 1 the result of the goodness of fit model test can be found 
there are some measurement criteria that have fulfilled the requirement 
i.e., Absolute Fit Measures by seeing RMSEA value of 0.074 ≤ 0.10 and 
Parsimonious Fit Measures by looking at normed chi-square value of 2,767 
so that this model is stated goodness of fit.  
RESULTS 
Descriptive statistics aim to provide pictures and descriptions of data using 
a statistical approach. Descriptive statistics describe the characteristics of 
the data to be used in the study seen from the mean value. 
Financial Risk Tolerance Analysis of Young Investors 
The mean of Financial Risk Tolerance as a whole can be seen in Table 2 
below:  
Table 2. The Mean of Financial Risk Tolerance Indicators 
No. Indicator Mean 
1. Investing is very difficult to understand. 3.241 
2. I'm more comfortable saving money in bank 
accounts than in the stock market. 
3.207 
3. When I heard the word "risk," the word "loss" 
came into my mind. 
3.207 
4. Making money from investment depends on luck. 3.251 
5. In investing, security (low risk) is far more 
important than the results to be gained. 
3.310 
 Financial Risk Tolerance 3.243 
Source: Data is processed using AMOS  
Table 2 shows that the average score of Financial Risk Tolerance is 
3,243. This score shows that the average respondent has the tolerance to 
high financial risk. It can be seen that the highest average score of the 
indicator of Financial Risk Tolerance is 3.310 indicates that respondents 
stated that they do not agree that in investing, security (low risk) is far 
more important than the results to be gained. This highest average score 
indicates that respondents are not too concerned with risk, which means 
that respondents have a high-risk tolerance. Meanwhile, the lowest 
average score is 3.207, which makes respondents feel disagree that it is 
more convenient to keep money in a bank account than in the stock market 
and when they hear the word "risk" the word "loss" directly appears in the 
respondent's mind.  
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Self-Esteem Analysis of Young Investors 
The mean of Self-Esteem as a whole can be seen in Table 3 below: 
Table 3. Descriptive Statistics of Self-Esteem 
No. Indicator Mean 
1. Overall, I am satisfied with myself. 3.059 
2. I feel that I have several good qualities. 3.127 
3. I can do something the way most people do.  3.118 
4. Sometimes, I feel useless. 3.127 
5. I feel that I am a valuable person, at least when 
compared to those around me. 
3.118 
 
6. Sometimes, I feel I'm not a good person. 2.675 
7. I do not have much to be proud of. 3.019 
8. I hope to be more self-respecting. 2.947 
9. I tend to think of myself as a failure. 2.963 
 Self Esteem 3.017 
Source: Data is processed using AMOS  
Table 3 shows that the average score of Self Esteem is 3,017. The 
highest average score of the Self-Esteem indicator is 3.127 which indicates 
the respondent feels that it has some good qualities and the respondent 
feels that he or she is a valuable person at least when compared to those 
around him and has several good qualities. The lowest average score is 
2,675, which indicate the respondents are less amenable to the statement 
that I feel I am not a good person. 
Personality Analysis of Young Investors 
The mean of Personality as a whole can be seen in Table 4 below: 
Table 4. Descriptive statistics of Personality 
No. Indicator Mean 
1. Likes to rule and dominate. 3.183 
2. Have a strong desire to be the best in 
everything. 
3.272 
3. Often feel rushed. 3.285 
4. Very competitive. 3.139 
5. Eat too fast. 3.198 
6. Upset when waiting. 3.341 
 Personality 3.236 
Source: Data is processed using AMOS  
 
 
 
Factors Affecting Financial Risk Tolerance on Young Investor 
In Indonesia 
    
 Farah Margaretha Leon 
Angie 
 
57 
 
Table 4 shows that the average score of Personality is 3.236, which 
indicates that the average respondent gave answers agree on each 
indicator of the variable Personality. The highest average score is 3,341, 
which indicate the respondents feel upset when they have to wait. 
Meanwhile, the lowest score is 3,139, which indicate that the respondents 
are quite competitive.  
Sensation Seeking Analysis of Young Investors 
The mean of Sensation Seeking as a whole can be seen in Table 5 below: 
Table 5. Descriptive Statistics of Sensation Seeking 
No. Indicator Mean 
1. I feel comfortable and awkward when speaking in front of many 
people or discussion forums. 
3.266 
2. If you are on the playground (theme park), I would prefer rides 
(games) are more challenging and spur adrenaline. 
3.068 
3. When I had the opportunity to travel, I was more interested in 
visiting a new place that has not been known to others. 
3.093 
4. If I'm at a restaurant or cafe, I like to try new menus that I have 
never tasted. 
3.065 
5. Usually, I am impatient and anxious if I have to wait in long 
queues. 
3.006 
 Sensation Seeking 3.099 
Source: Data is processed using AMOS  
Table 5 shows that the average score of  Sensation Seeking is 3,099. 
This score shows that the average respondent has the willingness to 
looking for a fairly high sensation. The highest average score is 3,266, 
which indicate the respondent feels quite comfortable and not awkward 
when speaking in front of many people or discussion forum. While the 
lowest average score is 3.006, which indicate the respondents are quite 
impatient and anxious if they have to wait in long queues. 
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DISCUSSION 
Table 6. Results of Hypothesis Testing  
Hypothesis Estimate (β) p-value Decision 
H1: There is a positive 
influence of Self-Esteem on 
Financial Risk Tolerance. 
0.138 0.000 H0 rejected 
H2: There is a positive 
influence of Personality on 
Financial Risk Tolerance. 
0.075 0.039 H0 rejected 
H3: There is a positive 
influence of Sensation 
Seeking on Financial Risk 
Tolerance. 
0.112 0.004 H0 rejected 
Source: Data is processed using AMOS  
In the first hypothesis test the influence of Self-Esteem to Financial 
Risk Tolerance. The result of the first hypothesis test shows that there is a 
positive influence of Self-Esteem on Financial Risk Tolerance. This result 
means Hypothesis 1 in this research is accepted, means that the higher the 
self-esteem that young investors have, the higher the tolerance of 
investors' financial risk. The results of this study support the results of 
previous studies conducted by Kannadhasan et al. (2016) and Grable et al. 
(2008) which states that an individual with high self-confidence is more 
tolerant of financial risk and vice versa. So, there is a positive influence of 
Self-Esteem on Financial Risk Tolerance. 
 In the second hypothesis test the influence of Personality on 
Financial Risk Tolerance. The result of the second hypothesis test shows 
that there is a positive influence from Personality to Financial Risk 
Tolerance. This result means that Hypothesis 2 in this research is accepted. 
The results of this study support the results of previous studies conducted 
by Bashir et al. (2013) and Kannadhasan et al. (2016). Personality is 
grouped into two types, the first type of competitive Personality, always 
feeling rushed, difficult to tackle, impatient and angry when faced with 
delays or with people deemed incompetent, while the second type is the 
opposite (Kannadhasan et al. 2016). The first individual personality has a 
high FRT level (Grable & Joo, 2004). The results of hypothesis testing in this 
study indicate that the research respondents,' i.e., young investors have 
high levels of FRT because investors are willing to take risks. So, there is a 
positive influence of Personality on Financial Risk Tolerance.  
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In the third hypothesis tested the effect of Sensational Seeking on Financial 
Risk Tolerance. The result of the third hypothesis test shows that there is a 
positive influence of Seeking to Financial Risk Tolerance. This result means 
Hypothesis 3 in this research is accepted, means that the higher level of 
Sensational Seeking that young investors have, the higher the Financial 
Risk Tolerance. The results of this study support the results of previous 
studies conducted by Kannadhasan et al. (2016). Investors who have high 
levels of Sensation Seeking not only to dare to take risks but are willing to 
accept those risks as a result of getting to the level of sensation that desired 
by the investors, this means investors are tolerant of financial risks. So, 
there is a positive influence of Sensation Seeking on Financial Risk 
Tolerance. 
CONCLUSION 
Based on the results of research that has been done, it is concluded that the 
Self-esteem, personality, and sensation Seeking positive effect on financial 
risk tolerance, so the managerial implications in this study as follows. 
For financial consultants 
The financial consultant should be right in assisting the investment 
decision making for his client in order to avoid errors that could cause 
harm to his client, but it may also affect his credibility and reputation as a 
financial consultant. In order to suggest the right investment alternative for 
the client, the financial consultant should provide the client with 
information in order to have high confidence, aggressive and likes to 
challenge to increase the client’s risk tolerance level. 
For investors 
For investors who will invest in stocks should have a high level of 
confidence, aggressive and likes challenges so that the investment made 
profitable. 
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